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Introduction
ThepurposeofthepaperistodevelopananalyticalframeworkofEU-JapanFree
TradeAgreement（FTA）.Ingeneral,consumersgainsurplusfrom internationaltrade
（Carbaugh,2013,pp.123124）.Improvingtherelativeprice（ratioofimport/export）,real
incomeisgettingincreased.Forinstance,whenjeanscanbeproducedatJPY700inChina,
itiseconomicalyirrationaltoproducethematJPY7000inJapan.Revenueofproducers
maydecreasebyfreeeconomictradeinternationaly.However,consumersurpluswil
exceedovertheirlosses.Socialy,thissurplusimprovessocialwelfare.Inshort,interna-
tionaltradegeneralyimprovessocialwelfare.
Asthepracticalbackground,in2013,theEuropeanUnionandJapanlaunchednegotia-
tionsonanewtradeandeconomicagreement,ofwhichthestrategicaimistocreateafree
tradeareabetweentheparties.Itwascaled,EU-JapanFTA.Thisnewagreement,which
isbeingnegotiated1,shouldincludeabroadspectrumofeconomicissuesnotonlytradition-
alyrelatingtotariffs,tradeingoodsandservices,butalsomorebroadlytonon-tariff
barriersandtradeprocedures,foreigndirectinvestments,legalprotectionofintelectual
property,competitionpolicy,andpublicprocurementandsoon.Inthissense,theEU-
JapanFTA shouldbeacomprehensiveagreementenhancingEU-Japantradeandeco-
nomiccooperation.Thatiswhyitiscaled,especialybytheJapaneseside,as・economic
partnershipagreement・（EPA）.
TheeconomicpotentialoftheEuropeanUnionandJapanisnotreflectedincurrent
bilateraltradeandinvestmentslinksbetweenthepartners.Tradeandinvestmentvolume
isbelowthepotentialandthereforetheagreementshouldcreateanewcomprehensive
frameworkforeconomicbilateralcooperationandbecamealong-awaitedincentivefor
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revitalizingtheEU-Japanrelationship.FromtheEU・sperspective,Japanremainsarela-
tivelyclosedmarketineconomicterms,thustheagreementwilbeanopportunityto
improveopennessoftheJapanesemarketforEuropeanexportersandinvestors,andto
abandonmanynontariffbarriersthathaveburdensomeeffectsontradeandinvestments.
Thenegotiationsfitalsointhegeneralglobalprocessofincreasingimportanceof
preferentialbilateralandregionalagreementswithintheframeworkoftheinternational
tradesystem,whichhasbeenobservedglobalyfromthe1990s.Althoughtheagreement
isbeingnegotiatedintheshadowoftwootherimportantagreements2,theEU-JapanFTA
maybeclassifiedasamegaregionaltradeagreementduetotheeconomic,tradeandinvest-
mentpotentialofbothpartnersandtheirpositioninglobalvaluechains.Additionaly,the
acceptedagendafornegotiationsforeshadowsadeepeconomicintegrationoncetheagree-
mentisachieved,includingregulatorycompatibilityandrulesaimedatlimitationofdif-
ferencesininvestmentandbusinessclimates,whichischaracteristicformegaregional
agreements（WEF,2014）.Thepotentialagreementwilencompasscountriesresponsible
forabout1/3oftheglobalGDP.Theyarealsoglobalscaletraders－togethertheyare
responsibleforabout20％oftheglobaltrade（excludingEU-intratrade）andarethesource
of1/3ofglobalforeigndirectinvestments（UNCTAD,2015;WTO,2015a）.Thismakesthat
EU-JapanFTAwilnotonlyaffectthepartiesinvolvedinthenegotiationsprocess,but
alsowilinfluencetheglobaltradeandinvestmentarchitecture.
However,thereareseveralclaimsinEU-JapanFTAnegotiationsoneachside.This
paperidentifiesmainbarriersandchalengesforEuropeanenterprisesinaccesstothe
JapanesemarketforEuropeangoods,servicesandinvestments.Methodologicalapproach
wilemploythehistoricalarchivereviews.Astheevidenceoffindingsfrom thispaper,
somerecordsofagreementsandnegotiationswilbediscussed.Themethodologyusedfor
identifyingthementionedbarriers/chalengesincludes:statisticalanalysisofhistorical
tradeand investmentco-operation（from Eurostat,JETRO,JMF,OECD,WTO and
UNCTAD）,theanalysisoflegalactsregulatingtradeco-operationbetweentheEUand
Japan,includingofficialdocumentscorrespondingtotheongoingnegotiationprocess,the
analysisofofficialreportspresentingsurveysonEuropeancompaniesoperatinginJapan
onmainbarriersfacedinexportandinvestmentsaswelassectorreportspreparedby
EU-Japanbusinessandtradeorganizations.Theidentificationofmainbarriersforthe
EuropeanenterprisesinaccesstotheJapanesemarketaswelasclassificationofpotential
tradeandinvestmentexpansionsectorshaveenabledtoformulatemainchalengesfor
EuropeanenterprisesthatshouldbeaddressedbyEuropeannegotiatorsduringtheEU-
JapanFTAnegotiations.
Toachievetheprimarypurpose,thearticlehasbeenorganisedasfolows.Thefirst
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sectionpresentsabriefsummaryoftheEU-Japanrelationsfromahistoricalperspective.
Then,inthesecondsection,somegeneralpictureoftheEU-Japaneconomicrelationsis
presentedwithafocusontradeandinvestmentlinks,includingthemostrecentstatistics
withinthisarea.Thethirdsectionrefersdirectlytothementionedaimandidentifiesmain
barriers/chalengesforEuropeanenterprisesinaccesstotheJapanesemarketinchosen
sectorsoftradeingoods3.ThechosensectorsareofagreatimportanceforEUexportsto
Japanandrepresentawidespectrum ofrelevantbarriersexistingforforeignsuppliers.
SomegeneralbarriershavebeenalsoidentifiedforEUcompaniesinalocatingforeign
directinvestmentsandutilizingthepotentialofthepublicprocurementmarketinJapan.
Then,inthefourthsection,apreliminaryanalyticalframeworkwilbediscussed.Through
thisdiscussion,FTAnegotiationwilbeanalysednotonlyineconomicterms,butalso
from thepoliticalandsociologicalperspective.And,inthelastsection,shortsummary
shalbeconcluded.
1.AHistoricalPerspectiveonECC/EUandJapanRelations
Historicaly,EU-JapaneconomicrelationcantracebacktoestablishtheEuropean
EconomicCommunity（ECC）in1957.EECwastheeconomiccommunityinwhichBel-
gium,France,Italy,Luxembourg,theNetherlandsandWestGermanywereoriginaly
belonged.ItbecametheEuropeanCommunity（EC）in1993,then,itwasabsorbedintothe
EuropeanUnion（EU）in2009.
Officialy,EEC/EU-Japanrelationsbeganin1959withtheaccreditationofJapanese
ambassadortoBelgiumaswelas－asafirstrepresentativeinhistory－tothreeEuropean
Communities,whichwastheaftermathofthevisitofthePrimeMinisterofJapaninEuro-
peancapitals,includingBrussels（Frattolilo,2013）.However,ittook15yearstoestablish
thedelegationoftheEuropeanCommunitiesinTokyoin1974,whichprovesthatthe
relationsbetweenthepartiesinthefirstyearsweregeneralyrelativelyweak.Atthat
time,bilateralrelationswereinfluencedstronglybytradeandeconomicissues.
Inthe1960sand1970s,Euro-Japaneseinteractionswerecharacterizedaseconomic
frictions.GrowingJapaneseexportexpansioninsectorsandindustrieswasconsideredby
Europeansasimportantintermsofemploymentandincome/growthpotentialandchronic
tradedeficitfortheEEC influenced strongly theagendaofbilateralcooperation
（Waldenberg,2013）.Startingfromtheearly1970s,EECcountriesexperiencedalsothefirst
boom inforeigndirectinvestmentsbyJapanesecompanieswhichwereaccompaniedby
hostilitytowardsJapanesetradepractices（Yoshidaetal.,2008）.Moreover,itwaseven
moredifficulttodevelopbilateralrelationsbeyondtheeconomicnexus,asbothpartners
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wereaffectedbythenegativeimpactoftheoilshockaround1978.
Inthe1970sand1980s,althoughthemainaxisofbilateralEEC-Japanrelationswere
effortstocorrectthetradeimbalance4,newinitiativesinco-operationstartedtogrow.In
1979,theEuropeanCommissionlaunchedtheExecutiveTrainingProgramme（ETP）to
increaseknowledgeaboutJapan,itslanguage,cultureandbusinessenvironmentamong
Europeanbusinessmen.ThroughETP,theincreaseofeffectivenessofEuropeanindustries
intheirpracticaleffortstopenetratetheJapanesemarketwasexpected.Additionaly,in
1987,theEC-JapanCentreforIndustrialCooperationwasopenedinTokyotostimulate
broadenindustrialcooperationandsupportdiffusionoftradetensions（Schweisgut,2014）.
Althoughthe1980sbroughtsomeincreasingpoliticalactivityinbilateralrelations5,
morenoticeableturncamewiththebeginningofthe1990s.Thebeginningofthenew
decadebroughtanewgeopoliticalsituationattheEuropeancontinent,namely,thefalof
communistsysteminCentralandEasternEuropeandtheunificationofGermany.Moreo-
ver,theEuropeanCommunitywasheadingtowardsdeepereconomicandpoliticalintegra-
tion.TheCommunitystartedtoimplementtwoimportantprojectsaimedatdeeper
integrationbetweenECmemberstates,namelyacommonmarketandeconomicandmone-
taryunion.
Thebeginningofthe1990switnessedalsonewinitiativesinbuildingcloserEC/EU
relationswithJapan,includingmorepoliticalaspects.In1991,duringthefirstEC-Japan
summitheldinTheHague,thepartiesadopted・TheJointDeclarationonRelationsbetween
theEuropeanCommunityanditsMemberStatesandJapan・whichwascreatinganinstitu-
tionalframeworkformoreintensifieddialogueandstrongerpartnership.Thisnewinstitu-
tionalframeworkincludedannualconsultationsinEuropeorinJapanbetween,ontheone
hand,thePresidentoftheEuropeanCouncilandthePresidentoftheCommissionand,on
theother,theJapanesePrimeMinister（EU-Japansummits）,anannualmeetingatministe-
riallevelaswelasthecontinuationofsix-monthlyconsultationsbetweentheForeign
MinistersoftheCommunityandtheMemberoftheCommissionresponsibleforexternal
relations（Troika）andtheJapaneseForeignMinister（JointDeclaration,1991）.
TheHagueJointDeclarationbecametheinstitutionallandmarkformorecomplex
EU-Japanco-operationinnewareas.Asstatedinthedeclaration,・TheEuropeanCommu-
nityanditsmemberStatesandJapanwilfirmlyendeavourtoinformandconsulteachother
onmajorinternationalissues,whichareofcommoninteresttobothParties,betheypolitical,
economic,scientific,culturalorother.Theywilstrive,wheneverappropriate,toco-ordinate
theirpositions.Theywilstrengthentheirco-operationandexchangeofinformationbothbe-
tweenthetwoPartiesandwithininternationalorganizations・.Folowingthedeclaration,the
EU-Japancooperationhasexpandedbeyondoriginalfocusoneconomicissuesandtrig-
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geredanumberofsectoraldialoguesinawidevarietyofpolicyareas,includingpeaceand
security,globalandsocietalchalenges（Frontini,2016）.
Tradeandinvestmentco-operationin1990swerecharacterizednotonlybythenor-
malizationofeconomicdialogues,butalsobylosinginterestinbilateraltradeandinvest-
mentlinksmostlyduetoeconomicprocessesintheparties・neighborhood6（dePrado,
2014）.Also,theannounceddeclaration・sobjectivesofcloserpoliticalco-operationwerefar
from ambitiousimplementationandanattempttosubstantiatevisionarypoliticallinks
largelyfailed
Duringthe10thEU-JapansummitinBrusselsin2001,thepartiesdecidedtogiveanew
incentiveforbilateralactivity.TherepresentativesoftheEUandJapanadopted・The
ActionPlanfortheEU-Japanco-operation.Shapingourcommonfuture・,includingfour
majorobjectives:promotingpeaceandsecurity;strengtheningtheeconomicandtrade
partnershiputilizingthedynamism ofglobalizationforthebenefitofal;copingwith
globalandsocietalchalenges;andbringingtogetherpeopleandcultures.Thedocument
emphasizedtheambitiousoutlineforclosercooperationbetweenthepartners,butmany
analystspointedrathermodestrealizationoftheplan・sgoalsinfolowingyears.Although
theEUandJapandevelopeddialoguesinmanypolitical,economic,socialorenvironmental
issues（accordingtotheEuropeanStrategicPartnershipObservatorymaintainedbythe
think-tankFRIDE,therewere34EU-JapanDialoguesin2013（dePrado,2014））,manyof
them werenotveryactiveandsubstantial.However,thediagnosisdoesnotreflectthe
developmentofEU-Japandialoguesoneconomicissues7andhigh-levelforumonscience
andtechnology（dePrado,2014）.
Again,newideasforenhancingbilateralEU-Japanco-operationappearedattheendof
thedecade.Policy-makersonbothsidesagreedthattheagendaandlistedissuestobe
addressedinbilateralcooperationincludedinthe2001EU-JapanActionPlanwerefartoo
ambitiousandcontributedtopoorimplementationoftheactionplanintoeffect.Asthe
aftermathin2010,representativesofbothsidesagreedtosetuptheEU-JapanJointHigh-
LevelGroup（HLG）,thetaskofwhichwastodiscussanddefinenewformatofbilateral
EU-Japanframeworkagreement（Berkofsky,2012）.
InMarch2011,theEuropeanCommission,folowingthemeetingofHLG,publisheda
document・OptionsfortheFutureFrameworkofEU-JapanRelations・,inwhichitpresented
theCommission・sideasontheshapeofinstitutionalizedEU-Japanrelationsandcoopera-
tioninfuture.FolowingtheCommission・sproposal,duringthe20thEU-Japansummit
heldinBrussels,thepartiesagreedtostarttheprocessofparalelnegotiationson・（1）a
deepandcomprehensiveFreeTradeAgreement（FTA）/EconomicPartnershipAgreement
（EPA）,addressingalissuesofsharedinteresttobothsidesincludingtariffs,non-tariffmeas-
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ures,services,investment,IntelectualPropertyRights,competitionandpublicprocurement;（2）
andabindingagreement,coveringpolitical,globalandothersectoralcooperationinacompre-
hensivemanner,andunderpinnedbytheirsharedcommitmenttofundamentalvaluesand
principles・.（CounciloftheEuropeanUnion,2011）.Tothisend,bothpartiesagreedto
conductajointdefinitionofthescopeandlevelofambitionandtheEuropeanCommission
declaredtoseekthenecessaryauthorizationfrom theCounciltostartthenegotiations
withJapan（CounciloftheEuropeanUnion,2011）.Formalythebilateralnegotiationsfor
aStrategicPartnershipAgreementandaFreeTradeAgreementwerelaunchedtwoyears
later,duringthe21stEU-JapansummitinMarch2013.
2.TheEuropeanUnionandJapanasTradeandEconomicPartners
Sofar,abriefreviewonhistoricaleventsbetweenEU-Japanrelationhasbeendone.
Forthereview,here,mainlytwofindingscanbeformulated.ThefirstoneisEU-Japan
economicrelationhasbeeninstitutionalizedforalongtime,morethan60yearssincetheir
firstnegotiation.Second,theirrelationsarestilimproving.
Inthissection,theanalysisconcentratesontradeperformancebetweenthepartners.
Actualy,informationhasbeenalreadypublished,buttotheanalysishelpstoknowhow
muchtheycontributeordependoneachandthroughthisitcontributestotherealization
ofthispaper・spurpose.First,theresultofJapanwilbetabulated,andthen,addedsome
evaluations.
21.StatusQuoinJapan
Japanhasbeenknownasanexportorientednation.Therearesomewhosupportthe
viewthatJapanesegrowthwasexport-led（Blumenthal,1972）.Bycontrast,Porter（1990）
suggestedthatJapaneseexportsuccessmerelyreflectedfavorabledomesticconditions.
Accordingtohisopinions,highlycompetitivedomesticconditionshasbeenledbyinnova-
tioninbothproductsandmanagementtechniques.Hestated,・Innearlyeveryindustrywe
studied,exportsincreasedsubstantialyonlywhenthedomesticmarketbecamemature・
（Porter,1990,p.402）.Headdsthatdemandingconsumersandunusualdemandconditions
alsoplayedakeyrole,asdidtheavailabilityoffactorsofproduction,particularlyphysical
andhumancapital.Inthisview,Japaneseexportprowesswastheresultofstrongdomes-
ticproductivitygrowth.Heconcluded,・Japanmustimportmoreifvibrantproductivity
growthistocontinue.Importsstimulatedomesticproductivitygrowth・（Porter,1990,p.
708）.
Growthmechanism canbeidentifiedseveralways（LawrenceandWeinstein,1999）.
FrommacroinformationoftradestatisticsofJapan,importandexportperformanceshave
generalycontributedforsomedecades.Figure1showsthetradestatisticsofimportand
exportinJapan.Thesearenominalresults,andresultsshowedasimportJPY78,405,555,793
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（unit,thousand;78trilion405bilion555milion793thousand;USD653,379,632thousand）
andexportJPY75,613,928,862（USD630,116,074thousand）in2015.
Thesegrowthscanbedividedintoseveralperiods.Around1980to1985,afterthe
secondoilshock,Japaneseeconomywasgettingincreased.Specificaly,automobileand
high-techapplianceledthisgrowth.Since1985,domesticeconomyhasbeenexperienced
unprecedentedprosperity,caledbubbleeconomyby1991.However,during1986to1987,
sincetheyenhadrapidlystrengthenedagainstthedolar,exportdecreasedandleddomes-
ticeconomydeclined.Since1988til1990,asrealestateandstockpriceshadbeengetting
tothesummit,bothimportandexportrapidlyrecovered.December29,1989,Nikkeistock
priceaverageindicatedthepeakever,atJPY38,915.Comparedtoaveragestockprice
aroundJPY13,000in1986,itwastoalmosttriple,butitprecipitatelydeclinedbylessthan
JPY20,000tilOctober1990,bubblecolapsed.In1994,bothgrowthwithAsiancountries
anddeclineJPYvalue,Japaneseeconomysomehowrecoveredthroughexportincreasing
by1997.In20022007JPYwasdepreciatingandthedomesticeconomydrasticalyrevived.
In2008,financialcrisisfromUSAstrokealsotheJapaneseeconomyandputitintoreces-
sion.In2011,thebiggestearthquakeinworldhistorydestroyedgeographicalynorthpart
ofJapanandphysicalydamagedmanyfactoriesaswel.Exportquittedtogrowagain.
Since2011,basedonhugegrowthofAsianemergingeconomies,importexceededexport.
In2014,importachievedthesummitever,butsincethattimeithasbeengettingdeclined.
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（Source:TradestatisticsofJapan,Japanministryoffinance）
Figure1 Japanimport-exportrecords（19802015,Unit:thousandJPY）
Thoughinternationaltradedoesnotnecessarilyrelatetodomesticeconomicprosperities,
itstronglyinfluencestheoccupancyrateofproduction（i.e.,productivity）.GDPgrowth
rateofJapanin2015was0.54％（160thoutof189countries）.Compoundannualgrowth
rateofexportsince1980to2015is2.74％ andimportis2.59％.
WithregardtoEUrelation,therearerecordsongeographicalsegmentreports.Figure
2andFigure3showimportandexportresultsforlastthreedecades,respectively.The
classificationofsegmentsisdividedineightasfolows:1）Asia,2）MiddleEast,3）Western
Europe,4）CentralandEasternEurope,andCIS,5）NorthAmerica,6）CentralandSouth
America,7）Africa,and8）Oceania8.
Asdiscussedabove,in1992,theTreatyonEuropeanUnion（knownalsoastheMaas-
trichtTreaty）undertakentointegrateEuropeancountieswassignedbymembersofthe
EuropeanCommunity.Atthattime,themembersoftheECwere:Belgium,Germany,
France,Italy,Luxemburg,TheNetherlands,Denmark,Ireland,UK,Greece,Portugaland
Spain.Then,in1995,Austria,Finland,andSwedenjoinedtheEC.In2004theECenlarged
and10newcountriesjoinedtheCommunity:Cyprus,theCzechRepublic,Estonia,Hun-
gary,Latvia,Lithuania,Malta,Poland,Slovakia,andSlovenia.In2007,RomaniaandBul-
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■Asia■MiddleEast■WesternEurope■EasternEurope
■NorthAmerica■SouthAmerica■Africa■Oceania
（Source:TradestatisticsofJapan,Japanministryoffinance）
Figure2 ImportrecordsinJapan（19882015）
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gariabecameEUmembers.SodidCroatiain2013,andnowEUconsistsof28counties.
ThistransitioninfluencedtheshareofimportandexportinJapan.Theministryoffinance
categorizedEUsegment,butasindicatedabove,thesizeoftheEUwaschangingovertime
andtheorganizationhasbeengettingbigger.Thatmeansbothimportandexportauto-
maticalyincrease.TheshareofEUsegmentwilbediscussedlater.
Here,first,standardregionalsegmentbytheMinistryoffinancewilbeconsidered.
Figure2showsimportresultofJapan,namely,howmuchdidJapanbuytheproductsfrom
aboveregionsalovertheworld.Assomedataavailabilitywasrestricted,hereimportand
exportrecordsarefiguredsince1988,butthemaindiscussionofthispaperwilnotbe
influenced.
FromFigure2,threeissuescanbeindicated.First,Japanimportsmostlyfromother
Asiancountriesfromlasttwodecades（6.45％ofannualgrowthratein19882015）.Second,
importsharefromNorthAmericahasbeendecreasing.Thisimpliesthattheproductions
inNorthAmericahavebeendeclined.Andthird,importsfromEurope,WesternEurope
andCentralandEasternEuropeandCIS,havebeenoccupied,notmagnitudebut,signifi-
cantshareforlasttwodecades.
Figure3showsexportresultssince1988inJapan.Fromthefigure,threeissuescanbe
addressedaswel.First,exporttoNorthAmericatookthebiggestsharebefore1990s.
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（Source:TradestatisticsofJapan,Japanministryoffinance）
Figure3 ExportrecordsinJapan（19882015）
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Automobileexportcontributedtothisresult,anditstiloccupieshugeamountofsharein
exportfromJapan,butthedestinationsmightbeshifted.Second,itissomehowrelatedto
thefirstissue－Chinaoccupiesmorethanhalfofexportsharesince2008.Chinahadbeen
regardedasthefactoryoftheworld,butnowitmustbealsoregardedasthemarketofthe
world.Andthird,theshareofexporttoEuropehasbeendeclined.Before1990s,theexport
sharestoEuropeamountedtomorethan20％;now,itisonlyabout15％.
Figure4showsimportandexportvolumeswiththeEU.Figure4hasthreeindicators.
First,therearetwolines.ThesolidlinereferstoexportfromJapantotheEU.Thedotline
presentsimportfromtheEUtoJapan.Thesearemeasuredbytheleftverticalaxisforunit
asbilion.Second,therightverticalaxisreferstoshareofimportandexportoftheEUin
Japan.Theyaredescribedbytwocolumns,adarkgrayandalightgray,respectively.And
third,asthenumberofEUcountriesvaried,thesenumbersarelisted.
Then,fromtheseresults,threeissuescanbeidentified.Thefirstoneisthatexporthas
beenexceededimportforalongtimeuntil2012.ThatmeansthatEUboughtJapanese
productsmorethansoldtoJapan.However,duringtheseperiod,compoundannual
growthratesofexportwerenotenoughlarge,asshowedinTable1.Indeed,by2007,ex-
porttoEUhasgrownevensomefluctuationexisted,butafterthefinancialcrisisin2008,
thelevelsofexportbarelykeptclosetothoseofearly1990s.Second,comparedtoexport,
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（Source:TradestatisticsofJapan,Theministryoffinance）
Figure4 ImportandexportresultwithEU（JPY）
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Import:10.7
Export:10.6
importcanbedescribedasrelativelystablegrowth,butnothuge,only3.88％ growth
duringthelast27years.Furthermore,since2012,importshaveexceededexport.This
means,thatnowJapanrecordssometradedeficitwiththeUE.Andthird,27yearsbelow
canbedividedinthreeperiods:before1996,since1997to2007,andafter2008.Because,
duringthesethreeperiods,salesaveragesaresignificantlydifferent,showninTable2.
TheymightalmostcorrespondtotheincreasingthenumberofEUmembers.
Withregardtoshare,here,threeissueswilbediscussedaswel.First,exporthasbeen
biggerbeyondimportuntil2012.IthasbeenrealizedasexportroleforJapan.Second,
importisgettingbiggerthanexportsince2012Andthird,alperiodsmightbedividedin
two:before2001andafter2002.Intheformerperiod,averageofimportwas13.4％andthe
latterperiodwas10.6％.Aboutexport,theformerperiodindicated16.9％ andthelatter
was12.9％.
22.JapanasatradeandeconomicpartneroftheEuropeanUnion
Sofar,internationaltrade,bothimportandexportofJapanhavebeenreviewed.Here,
asabriefsummary,folowingtwofindingscanbesuggested.First,importandexportare
recoveringsince2009.Second,internationalsharesofEUforJapanseem recoveringas
wel.Atleast,bothshareshavebeenreachedbottomaround2013.
Comparedtoabovesection,EUperspectivewilbediscussedinthissection.Asoneof
importanttradepartnersfortheEuropeanUnion,Japan・spositionislinkedtotradeand
investmentpotentialofitseconomy.In2015,Japanwasrankedasthe7thbiggesttrade
partneroftheEuropeanUnionwithashareinEUtotaltradevolumeof3.3％（respectively
3.5％ and3.2％ oftotalimportandexport）.TheEuropeanUnioncorrespondstothe2nd
importpartnerofJapanandthe3rdbiggestexportmarketforJapanesegoods,shownin
Table3.
However,asshowedinFigure4,thedeclineinbilateraltradeisevenmorenoticeable
inrelativeterms.Startingfromthe1960s/70stheshareandthereforeimportanceofJapan
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Table1 Compoundannualgrowthrates
19881995 19882004 19882007 19882015
Import 5.82 4.47 4.91 3.88
Export 1.36 2.88 3.89 1.06
（Source:owncalculationsonTradestatisticsofJapan,Japanministryoffinance）
Table2 Averagesamongthreeperiods（Unit:thousandJPY）
1st.before1996 2nd.1997to2007 3rd.after2007
Import 4,133,115,483 5,845,394,133 7,015,730,310
Export 6,873,677,905 9,126,794,118 8,320,353,629
（Source:owncalculationsonTradestatisticsofJapan,Japanministryoffinance）
asatradepartneroftheEuropeanEconomicCommunitywasincreasing,whichwasthe
embodimentofgrowingglobalorientationofbothJapaneseandEuropeaneconomies.
AftertwodecadesofspectaculargrowthofbilateraltradeJapanbecameinthelate1980s
and1990sthemostimportanttradepartneroftheEECcountriesinAsia9,andthesecond
mostimportantoneglobalyaftertheUnitedStates.In1988,JapanwastheCommunity・s
second-biggestsupplier,accountingfor11％ ofitsimports,anditsfifth-largestcustomer,
taking5％ofitstotalexport（MEMO20/90,1990）.ThesameappliestoJapanforwhichthe
EECcountrieswereamongleadingtradepartners.Referringtothesameyear1988,the
EECshareintotalJapaneseexportandimportamountedto17.7％ and12.8％ respectively,
whichgavethementionedEuropeancountriesthesecondposition,aftertheUS,among
mostimportanttradepartners（JMF,2016）.
Startingfrom thefirsthalfofthe1990s,whenJapanwasthemostimportantAsian
tradepartnerforECcountries,theshareofthecountryinbothtotalECimportandexport
hasdeclinedsubstantialy.Thestructuralchangesinglobaltradeandeconomy10aswel
aseconomicsituation11inbothpartnershavedeterminedthattoday・sEU-Japanesemer-
chandisedtradelostitshistoricaldynamicandsignificance.JapaneseshareintotalEU
externalimportandexportiscurrentlyonlyone-thirdandahalfrespectivelyofthevalues
recordedtwodecadesago（Figure5）.
TheprocessofdecliningimportanceofJapanasatradepartnerfortheEuropean
Unionisalsoperceivablefromthetradeintensityindex,presentedatFigure6.Duringthe
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Table3 MaintradepartnersoftheEUandJapan
EuropeanUnion（2015） Japan（2015）
Import ％ Export ％ Import ％ Export ％
China 20.3 USA 20.7 China 24.8 USA 20.1
USA 14.3 China 9.5 EU28 11 China 17.5
Russia 7.9 Switzerland 8.4 USA 10.3 EU28 10.6
Switzerland 5.9 Turkey 4.4 Australia 5.4 SouthKorea 7.0
Norway 4.3 Russia 4.1 SouthKorea 4.1 Taiwan 5.9
Turkey 3.6 Japan 3.2 SaudiArabia 3.9 HongKong 5.6
Japan 3.5 Norway 2.7 Taiwan 3.6 Thailand 4.5
SouthKorea 2.5 UAE 2.7 UAE 3.6 Singapore 3.2
India 2.3 SouthKorea 2.7 Malaysia 3.3 Australia 2.1
Brazil 1.8 SaudiArabia 2.2 Thailand 3.2 Vietnam 2.0
（Source:owncalculationsonEC,2016andJMF,2016）
9 LargelyinJapan・sfavorduetotheexport-orientedpolicyofthecountrywhichresultedin
chronicdeficitfortheEEC.
10 ThisshiftinECAsianimportmovesfromJapantoChinaandSouth-EastAsiancountries.
11 Substantialy,theyimplythemodesteconomicgrowthandconsumerdemand.
wholeperiod19882014,theindexvaluewasbelow1,whichmeansthattheECC/EUexport
toJapanwassmalerthanwouldbeexpectedonthebasisoftheimportanceofbothpart-
nersinworldtrade.Lastyears,thetrendwasslightlydownwardandatpresenttheindex
valueamountstoonlyaround0.8.
3.TradeandInvestmentBarrierstotheJapaneseMarket
TheEuropeanUnionhasalotofargumentsforconcludingthenew freetrade
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Figure5 TheshareofJapanintotalextra-EEC/EUtradein19602015
Import Export
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（％）
（Source:owncalculationsonEurostat/Comext,2016;OECDTradeDatabase,2016;WTO,2016）
Figure6 EEC/EUtradeintensityindexwithJapanin19882014
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agreement.TheEuropeanexportenterstheJapanesemarketunderrelativelylowtariffs－
68.7％ ofEuropeanproductsexportedtoJapanareduty-freeandtheaveragecustoms
tariffsamountstoonly1.7％.However,Europeanexportersstilencountermanynon-tariff
barrierswhicharerecognizedbymostofstudiesandpublicconsultationsasamajorbar-
riertoEUexportstoJapan.ContemporaryagendabetweenEUandJapanarelistedin
Table4.ThissectionwildiscussmainlyEUagenda,andJapanagendawilbeaddedif
necessarily.
AstheEUsideargument,Japanisregardedasstilclosed,especialyforagricultural
products,sometransportequipmentandaeronauticalproducts.Thementionednon-tariff
barriersaffectmostlythosebusinesssectorswhichcoverthelion・sshareofEUexport,i.e.
processedfoods,chemicals（includingpharmaceuticals）,medicaldevices,automotiveand
transportequipment,telecommunicationandfinancialservices（EC,2012）.Europeanex-
portersandinvestorscannotfulyutilizethepotentialofJapanesemarketduetotrade
impedimentspreventingahigherdegreeofeconomiccooperation.Accordingtoasurvey
conductedin2009among120EuropeanfirmsexportingtoandoperatinginJapanwithin
theabovementionedsectors,3/4ofthecompaniesperceivetheJapanesemarketasmore
difficultthantheotherones.Languagebarrier,differencesinconsumerpreferencesas
welastechnicalstandardsandregulatoryissueswereidentifiedamongmaindifficulties.
Additionalcostsresultingfrom theindicatedbarriersincreasethecostofexportingto
Japanby1030％,dependingonthesector,and2/3ofsurveyedcompaniesreducethe
varietyofexportedgoodsduetoexistingbarriersinaccesstoJapanesemarket12.Among
themainobstaclesforEuropeanbusinesswhenenteringandoperatingtheJapanesemar-
ketareasinTable5.Here,specificalyfoodandagriculturalproducts,pharmaceuticals
andcosmetics,andautomobilesandautomotivecomponentswilbemainlydiscussed.
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Table4 AgendafromEUandJapan
Agenda EU Japan
Non-TariffBarriers
Automobile,pharmaceutical,medi-
calequipment,condiments
TariffAbolition Processedfoods,wine
Assembled products（automobile,
electricappliances）
Accessibility
Governmentprocurement,invest-
ment,services
Investment,service,contents
Regulation Geographicalindication（GI） Transparency,simplification
12 60％ofEUexportersstatedthattheyhaveasmalerormuchsmalerproductrangeinJapanthan
othermarketsinAsia;39％ declaredthattheirfirm offerssubstantialyfewerproductsonthe
JapanesemarketthanotherAsianmarkets（Sunesenetal.,2009）.
31.Foodandagriculturalproducts
Inthecontextoftheabovementionedobstaclesdifficultnegotiationsmaybeexpected
inliberalizationoftradeinagriculturalproductswhichisamongprioritiesofEUnegotia-
tors.JapanremainsoneofthemostimportantexportmarketsfortheEUproducers.The
countrywithashareintotalEUagriculturalandprocessedagriculturalproductsexport
at4.1％,ranksasthe5thexportdestinationfortheEU（EUR5,354.0milionin2015）.
However,theJapanesefoodandagriculturalproductsmarkethasbeenstronglypro-
tectedbybothhighlytariffandnon-tariffbarriers.Intermsofhighratetariff,in2015,the
simpleaveragefinalboundtariffwasatthelevelof18.2％13andonly1/3ofagricultural
productsimport（by％oftarifflines）wasduty-free.Tariffratesforfoodandagricultural
productsreachpeaklevelsinthisgroupofgoods.Themostprotectedproductsgroupis
dairyproductswithanaverageappliedtariffat76.3％ andonly9.1％ ofduty-freelines14.
TheJapanesemarketofimportedfoodandagriculturalproductsremainsinaccessible
notonlyduetohightariffs,butalsomanyexistingnon-tariffbarriers,whicharerecaled
by EU exportersasrelevantimpedimentfortradeexpansion. Among themain
protectionistsbarrierstoimportofagricultureproductsandfoodarelistedformostly
licenseregimesaswelasimportsurchargesandimportpermits.Thoserestrictions,ap-
pliedtoliquors,dairyfrozenproducts,andsoftdrinksmakeimportverydifficult.Asfor
riceimportsarelimitedbyquotas（FTA,2013）.
Regardingtheimportofalcoholicbeveragesspecialrestrictionsrefertobothimport
andsaleofthoseproductsattheJapanesemarket.Forexample,maltandquotamanage-
mentsystem,basedontariffquotasystemforbrewing-malt,alowsthatacompanymust
manufacturebeerorimportmaltexclusivelyfortheuseofaparticularbrewery.Addition-
aly,applicationforthequotaareonlytwiceayear,whichmeansthatanyimportsusing
thequotamustbebasedonforecastsandnotonactualshort-termdemand.Thesystem,
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Table5 Internationaltradebarriers
Categories Elements TypicalExportCategories
Tariffrelated Punitivetariffs Automobile,foods
Restrictionrelated
Foodstandard Foods,agriculture,beverage
Restrictiveissuingofpermission Pharmaceuticals,cosmetics
Strictlicensingsystem Alcoholwholesale,pharmaceuticals
Customrelated
Unfaircompetitionrules Wholesales,
Complexprocedureforopeningoutlets Leatherretail
（Source:FTA,2013）
13 Simpleaverageofthemostfavorednationtreatment（MFN）appliedat14.3％.
14 Tariffpeakrateinthisgroupreaches586.0％.
aimedatprotectingJapanesebarleyfarmersandmaltmanufactures,bringsimpediments
forimportedproductsofthiscategory（EBC,2015）.
Japanappliesalsoastrictliquorwholesalelicensingsystem,inwhichquotasarereal-
locatedonlyonceperyear（FTA,2013）.Thelicensingsystemiscomplexandapplications
arenotprocessedinaclear,transparentandconsistentmanner.Moreover,pricesofliquor
arecontroledbytheNationalTaxAgencyandthecategorizationofalcoholicbeverages
fortaxpurposesisdifferentfromthatoneusedintheEUcountriesortheUnitedStates.
ItisoftendeclaredbyEuropeanexportersthatproductdefinitionsforalcoholicbeverages
inJapanarebroadanddonotcomplywithinternationalyacceptedproductspecifications
thatarebasedonproductionmethodsandgeographicalindications.Moreover,thegeo-
graphicalindicationterminologyinJapanisnotcompatiblewiththeEU-originconcept
andrulesandthreatenstoundermineEuropeanproductsintheJapanesemarket（EBC,
2008;EBC,2015）.AlthoughtheJapaneseliquormarketbelongstooneofthelargestinthe
world,itstilremainsmostlycontroledbydomesticproducerswithaverylimitedaccess
forimportedproducts,includingthosefrom theEU.In2014,importedproductsconsti-
tutedonly4％ ofthetotalJapaneseliquormarket（EBC,2015）.
OtherrelevantobstaclesindicatedbyEuropeanexportersderivefrom thefactthat
Japanesedomesticregulationsinmanyaspectsarenotharmonizedwithinternationaly
recognizedstandardsforfoodsafetyandquality.Thisalsoappliestoanimalandplant
trade.HighcostsofadditionalconformitytestsbecauseofdenialofacceptancebyJapa-
neseauthoritiesofevaluationsmadebytheEU/internationalbodies,constituteanaddi-
tionalburdensomebarrierforexporttoJapan.Manyfoodadditivesofworldwidecommon
useandrecognizedasbeingsafebyinternationalfoodsafetybodiessuchastheJoint
FAO/WHOExpertCommitteeonFoodAdditives（JECFA）remainprohibitedbyJapan
（EC,2008）.Thiseliminatescompletelyfromthesaleandimportmanyproductscontaining
theadditivesandthereforecreatesserioustradebarrierforEUexportoffoodproducts.
SubstantialincreasingofthelistofrecognizedbytheJapaneseauthoritiesfoodadditives
togetherwithshortenandrevisedapprovalprocessaswelasprogressinmutualrecogni-
tionofconformityassessmentprocedureswouldeliminatetheduplicatecostsofevalua-
tionsandenhancetheaccessforEuropeanexporterstotheJapanesemarketoffood
products（EU-JapanBRT,2013）.
Theproblemofdenialofinternationalstandardsrefersalsotootheraspectsoftrade
infoodandagriculturalproducts,includinganimalsandplants15.Thereisnoregulatory
compliancewithCODEXstandardsforsafefoodadditivesandtestingregimesforpre－
andpost－harvestpesticides.Moreover,exporterstotheJapanesemarketaccentuate
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15 Differentregulationsonorganicfood,standardsonnon-quarantinepestsarenotinlinewith
internationalstandards,legislationontradeinbeefandotherBSEproductsisnotinlinewiththe
WorldOrganizationforAnimalHealth,plantquarantineregulationsarenotinlinewithGATTs
SanitaryandPhytosanitarychapter.
manyothertechnicalandadministrativebarriersfortradeinfoodandagriculturalprod-
ucts,whichnexttohightariffsandincompatibilityimpedeeffectivelyimporttoJapan,
suchasslowprocessofexaminationofthedatasubmittedandthequestionstowhatis
necessaryforriskassessmentformeat/beefimport,differentstandardsforlabeling,high
fumigationcosts,orlowtoleranceregimeforinsectsortherequirementforanindividual
organiccertificatetoaccompanyeveryshipment（EBC,2008;EBC,2014;EBC,2015;
Sunesenetal.,2009）.
32.Pharmaceuticalsandcosmetics
TheJapanesemarket,duetoitssize,ageingpopulationandlevelofspendingon
healthcareisperceivedalsoasanattractivemarketforEuropeanproducersofpharmaceu-
ticals16.AlthoughduringrecentyearsinmanybarrierssuchasincompatiblyofJapanese
regulationswithinternationalstandards,insufficientrewardofproducts・innovationor
burdensomeimportprocesses（Sunesenetal.,2009）someprogresshasbeenachieved,
makingimportandthepharmaceuticalsmarketinJapanmoretransparentandaccessible,
therearestilnon-tariffbarrierswithadestructiveeffectforimport.
In2010theJapaneseauthoritiesintroducedonatrialbasis17aninnovationpremium
knownasthe・premiumtopromotethedevelopmentofnewdrugsandeliminateoff-label
use・.Theinitiativehasresultedinasharpincreaseinthenumberofnewdrugdevelop-
mentprojectsinJapan,whichwasthemaintargetoftheinitiative.However,therearestil
regulations,whichareperceivedasburdensomeforintroducinginnovativeproductsinto
themarket.Forexample,aregulationonmax.14daysprescriptionofadrugduringthe
first12monthsafteritislaunched,resultsinsituationinwhichnewdrugsarenotcom-
monlyprescribed.Itisdescribedbymanyproducersasanunnecessaryruleandassuch
actsasabarrierforinnovativenewproducts（EBC,2014）.
Evenmorecomplexproblem forEuropeanexportersofpharmaceuticalsarelimita-
tionsinclinicaltrials.AlthoughtheJapaneseGoodClinicalPractice（GCP）inclinical
trialshasbeenconformedtointernationalstandardsinrecentyears,thereisstilaneedto
reducedifferencesbetweenJapanesemedicalinstitutionsintheefficiencyoftheclinical
trialstheyconduct.Europeanproducersandexportersalsocomplainabouttheinsuffi-
cientscopeoftheMutualRecognitionAgreement（MRA）forEU18andJapaneseGood
ManufacturingPractice（GMP）,whichresultsinduplicationofinspectionsandtestslead-
ingtoincreaseindelaysandcosts（EBC,2015）.Also,nationaltestsforvaccinesshouldbe
eliminatedorreducedtoanabsoluteminimum（EU-JapanBRT,2015）.
SomecontroversiesstilalsoarisearoundtheIPRrelatedtopharmaceuticals.Asin
manyotherFTAsnegotiatedbytheEU,Europeanproducersandexportersaimnotonly
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16 In2014/2015,10.3％ ofGDPcomparedtotheOECDaverageof9.3％
17 Extendedin2012and2014.
18 MRAenteredforcein2002.
atbetteraccesstoforeigndomesticmarkets,butalsoonimprovingpatentprotectionof
theirproducts.Inthisconnection,theEuropeanbusinessisinapositionthattheJapan
PatentOffice（JPO）shouldconsidersupplementaryexperimentalevidencetosupport
genericdrugpatentclaims,asthecurrentpracticeisthatformanytypesofapplications
theJPOgrantsonlyprotectionforembodimentsdisclosedintheapplicationasfiled（EU-
JapanBRT,2013）.
OthergroupofproductswhichisimportanttoEuropeanexportersandwhichstil
facesburdensomebarriersinimporttotheJapanesemarketconstitutescosmeticsand
quasi-drugproducts.AlthoughtheEUisanimportantsupplierofthoseproducts,dueto
theirvaluerecognizedbyJapaneseconsumers,therearestilnon-tariffobstaclestotrade.
Similartofoodandagriculturalproducts,tradeincosmeticsandquasi-drugproducts
isnegativelyaffectedbythelow harmonizationofproductsstandards,regulationson
ingredients,permittedefficacyclaimsaswelasstandardsforalternativestoanimaltest-
ing（Sunesenetal.,2009）.Additionaly,aslowvalidationprocessoftestingoncosmetics
makesthatthelaunchofEuropeanproductsinJapanisoftenseverelydelayed,even
thoughthesameproductsareinglobaluseandhaveclinicalyprovenefficacy.European
exportersalsoclaimthatthereisalackofsufficientaccesstoinformationontheapproval
ofdifferentingredientsinJapan.Theprocessisevenmorecomplicatedastheapprovalof
productsmeetingexistingapprovalstandardsisdelegatedtotheprefecturalauthorities,
whichsometimeleadstodifferencesininterpretationbydifferentprefecturaloffices（EBC,
2015）.
33.Automobilesandautomotivecomponents
Oneofthemostimportantissuestobeaddressedintheagendaofongoingnegotia-
tionsfortheEU-JapanFTAistradeinautomobilesandautomotivecomponents.Both
partiesareworld-scalecarproducerswithworldlyrecognizedbrands.TheEuropean
Unionisthe2ndbiggestproducerofmotorvehiclesintheworldandJapanranksatthe
4thposition19（OICA,2016）.RegardingtradeinautomobilesbetweentheEUandJapan,
thereisanoticeableimbalanceintrade.TheEUmarketismoreattractiveforJapanesecar
manufacturersthantheotherwayround.AccordingtoananalysispreparedbyDeloitte
ConsultingtheJapanesemarketisnotastrategicmarketforEUcarproducersandits
shrinkingtendencyandtraditional・inwardlooking・characterdonotbringpromising
futureprospectsforEUexporters（Deloitte,2012）.
TheEuropeanautomobilemanufacturersareskepticalaboutthebenefitsofEU-Japan
freetradeagreementwhichisbeingnegotiated.Theskepticismderivesfromforecasted
effectsofFTAontradeincarsaswelasexistingimportbarriersintheJapanesemarket
anditsorganization.AccordingtotheanalysisitisestimatedthatFTAwouldresult（by
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19 Asanationaleconomy,Japanranksatthe3rdaftertheUnitedStatesandChina.
2020）in443,000additionalunitsexportedfromJapantotheEUandonlyin7,800additional
unitsexportedfromtheEUtoJapan.IncontrasttotheEUmarket,whichispredictedto
grow insizeinforthcomingyears,theJapanesemarketisforecastedtoshrinkdueto
demographictrends.Moreover,itisstronglyinaccessibleduetonon-tariffbarriersposing
significantobstaclesformoreeffectivemarketpenetration.Additionaly,theJapanese
marketisquitespecific－preferentialtreatment20isgiventotheminicarsegment（Kei）,
whichcurrentlyconstitutemorethan40％ ofalsoldcars（in2014－2,272,789unitsanda
recordmarketshareof40.9％）.Moreover,thesegmentispredictedtogrowto1/2ofthe
totalmarketby2020.TheproductionandsaleinthissegmentisdominatedbytheJapa-
neseproducers,whichnaturalyeliminatesEuropeanmanufacturersandexportersform
thesignificantshareofthemarket（Deloitte,2012）.
AstheFTAdoesnotaddresstheissueoftrendsandstructureoftheJapanesecar
marketandconsumers・behavior,theagreementisexpectedtoimproveaccessespecialyin
referencetocurrentregulatorynon-tariffbarriers.Thelow levelofharmonizationof
Japanesestandardswithinternationalyrecognizedones,whichhasbeenalreadyevoked
severaltimesinotherproductgroups,appliesalsototradeinautomobilesandautomotive
components.Inthiscontext,Europeanexportersperceivetheharmonizationoftechnical
standardsandcertificationproceduresasthemostimportantsteptoimprovetheirexport
possibilitiesthatshouldbeaddressedinEU-Japannegotiationsagenda.TheEUrepresen-
tativesaccentuatethatJapan,althoughbeingasignatoryoftheUN-ECE（UnitedNations
EconomicCommitteeforEurope）1958Agreementontheharmonizationoftechnicalre-
quirementsandcertificationprocedures,stildoesnotapprovesomestandardscoveredby
theUNregulations21anddoesnotacceptaUNcertificateasdemonstratingcompliance
withJapan・snationalrequirements（EBC,2015）.Stepstowardsharmonizationandful
adoptionofUNstandardswouldalow toselinJapanvehiclescertificatedintheEU
withoutmodificationsorfurthertesting.
Similareffortsofadoptinginternationalstandardsshouldbealsoundertakeninrefer-
encetorequirementsforcommercialvehicles（EC-JapanBRT,2015）,wherenational
Japan・sregulationsonthemaximumwidth,lengthandaxleloadforbuses,themethodof
calculatinggrossvehicleweightandtheendurancetestingrequirementsforemission
controldevicesforheavy-dutyvehiclescreateadditionalrestrictionsforEuropeanexport-
ers.However,itshouldbeunderlinedassomeprogressinthisissuehasbeenmadelast
timeand2016witnessesfurtherprogressinharmonization（adoptionofInternational
WholeVehicleTypeApproval（IWVTA）system）（EBC,2015）.
LowharmonizationwithUNECEstandardsaswelaslackofrecognitionofforeign
testshampersalsotradeinautomotivecomponents.Thosebarrierstogetherwithstil
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20 Intermsoftax,insurance,motorwaytolsandparkingregistration.
21 Forexample,emissionofpolutants,CO2emissionsandfuelconsumptionandnoiseareadopted.
existingrelianceofJapaneseproducerstoco-operatewithaffiliatedcompaniesaswelas
legalsystemdistortingfreeandopencompetitionintheprocurementofcomponentmake
theJapanesemarketdifficultplacefortradeinautomotivecomponents.Inthiscontext
Japan,asoneofthegreatestcarmanufacturersintheworld,presentsitselfforEuropean
exportersasaveryattractivemarketduetoitssizeandproductionstructure,however
withmanystilexistingtechnicalandadministrativebarriers（EBC,2015）.
EuropeanproducersperceivealsoasasignificantbarrierinaccesstotheJapanese
marketregulatoryandfiscalprivilegesappliedtoKeicarssegment（Sunesenetal.,2009）.
Thissystemofclassificationaswelasprivilegesgiventothosespecificvehiclesmakethat
Europeanproducersareoutofthelion・sshareofthepassengercarmarketinJapan22.In
thiscontext,Europeanexportersdemandfrom JapanauthoritiestoputKeicarstothe
sameregulatoryandfiscalfootingasforothermotorvehicles（EBC,2014）,whichshould
enabletopenetratemoreeffectivelythissegmentforforeignexportersandalsostimulate
developmentofothermarket・ssectorswhicharecurrentlyunderdiscriminatoryprovi-
sions.Moreover,theEuropeanexportersalsorecommendreformingtheautomobiletax
systeminJapanbasedoninternationalbestpractices23.Additionaly,theEUalsoencour-
agestoadopttogetherbytheEUandJapaninternationalyharmonizedstandardstomeas-
urefuelefficiencyandexhaustemissions,whichwouldbeabasefortaxsystempromoting
environmentalyfriendlyvehicles（EBC,2015）.
4.AnAnalyticalFramework
Generaly,FTAisexpectedtosolveabovelistedproblems,especialytariffandregula-
tionissues.Accordingtostandardinternationaleconomictheory,freetradecanbeex-
pectedtoimproveacountry・seconomy（Bhagwatietal.,1998）.Thisbeliefisbasedon
comparativeadvantagetheory.Thetheorysuggeststhatanycountrycanexportaspe-
cificproductifthetheorycouldwork.Evenlowerproductivitycountrycomparedto
anothercountrycanexportwhenrelativeproductivitydifferencebetweenproductsexist
inacountry.Gandolfo（1998）explainsthatcomparativeadvantagecanbedefinedasthe
ratiobetweentheabsoluteunitcostsofthetwocommoditiesinthesamecountry,orasthe
ratiobetweentheabsoluteunitcostsofthesamecommodityinthetwocountries.
Eveninpureandrigoroustheoreticalsetting,comparativeadvantagecanworkunder
verystrictconditions.First,thesetwocountriesdifferfrom eachother.Oneimportant
contributionofcomparativeadvantagetheoryisthatevensmalcountrycanexportsome
producttolargecountry.Here,smalcountrymeanslessproductivity.Second,eachcoun-
trymusttransferitseconomicorganizationalstructurequickly,andwithoutanypolitical
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22 ItapplieseventoEuropeancompactcars.
23 Taxsystemonthepurchaseandownershipofmotorvehicles.
interruption.
Table6showsasituationinwhichcomparativeadvantagesareworking.Here,as-
sumetwocountries,ThailandandJapan,producethesameproducts（carandrice）.Now,
Thailandcanproduce900-tonriceby100laborand300carsby100labor.Incontrastto
Thailand,Japancando1000-tonriceand500carsbysamelaborresources.Inthiscase,
JapanhasabsoluteadvantageforproducingbothproductsthanThailanddoes.
However,Thailandcanexportricebecauseithascomparativeadvantageofproducingrice
comparedtoJapan.Now,consideranopportunitycosts.
Thailand:1rice＝300/900（1/3）car
Japan:1rice＝500/1000（1/2）car
Underthiscondition,Thailandhascomparativeadvantagetoproducericewithlower
opportunitycostthanJapan・s.ItisbetterforThailandtoconcentrateoncultivatingrice.
Now,bothcountrieshaveshiftedtheirproductionorganizationsinTable7.Fromthisnew
economicorganizations,bothcountriesgainadditionalbenefitsbelow.
Thisstandardunderstandingpraisesinternationalfreetrade.Theoreticaly,compara-
tiveadvantageisrigorousandrobustandeconomicalyisexpectedtoimproveeconomic
performanceasaboveexample.However,FTAsometimesencountereddifficultiesand
oftendelayedtoreachtheagreements.Here,thesethreeagendashouldbeconsidered.
First,comparativeadvantageassumedsomesignificantdifferencebetweentwocoun-
tries,thoughbetweenEUandJapan,therearefewdifferences.Thedifferenceissmaler
thansimilarityis.TheEUspecializesinproducingpharmaceuticals,automobile,organic
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Table6 Exampleofcomparativeadvantagetheory
Rice Car
Production Labor Production Labor
Thailand 900 100 300 100
Japan 1000 100 500 100
Total 1900 200 800 200
Table7 Improvedproductionsbycomparativeadvantage
Rice Car
Production Labor Production Labor
Thailand 1800 200 0 0
Japan 300 20 900 180
Total 2100 220 900 180
chemicals,opticaldevices,andprimemover（compactmotor）,andsoon.SodoesJapan.
Eventhissituation,internationaltradecanexecutebetweentwocountries.Onlycost
differencesmatter,theoreticaly.Thismeans,ifcostdifferencewouldnotexist,tradedid
notproceed.Bothcountrieswilnotgainanybenefitfromthetrade.Second,thisisrelated
tothefirstone,butafewmorepractical.Ifthereisbigcomparativeadvantagetoricein
Thailand,thecountrywhichdoesnoteatricewilnotimportrice.Theoreticaly,exchange
ratewilincreaseextremelyhigh.Anyexportproductwilencountertheselingproblem
whichisthesameindomesticmarketingproblem.Customersdonotbuywhattheydonot
want,neitherneed.Practicaly,exportprocessdoesnotbeginwithexchangeratefixed,
butpossibilityofexportisthefirst.Andthird,freetradeagreementissometimesinter-
ruptedpoliticaly.Economicmotivationcangoovernationalboardereasily,butpoliti-
ciansprotectandkeepthepeaceofanation.Specificaly,agricultureinJapanhasbeen
protectedbyseveralwaysbecauseitcanorganizationalyvoteinaspecificpoliticalparty.
Tothem,anyevidenceandanyscientificexplanationwilnotwork.
Forinstance,tariffsofJapanaregeneralylowamongG20countries.Japanisalready
relativelyopencountry.Figure7indicatessamplesoftariffinG20countries.Thefigure
showstwolegends:theaverageofalproductsbygraycolumnandaverageofagricultural
productsbygreencolumn.ThehighesttariffofalproductsaverageinG20countriesisin
Argentina（13.6％）andthelowestinAustralia（2.7％）.TherateinJapanis4.2％,lower
thantheaveragefortheEU（5.3％）.
Inagriculturalproducts,thehighesttariffisappliedinKorea（52.7％）andthelowest
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（Source:WTO,2015b）
Figure7 AveragetariffsforagriculturalproductsMFNapplied2014inG20countries
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inAustralia（again,1.2％）.SometimesJapanisdescribedasahigh-tariffcountryforagri-
culturalproducts,butthisfigurerevealedthefact.Itis14.3％ andnotsohighamongG20
countries.TariffforriceinJapanappliesJPY402（EUR2.8,2016）perkg.Thissometimes
iscaledover600％ or700％ tariff.
ThisevidenceshowsJapanisnotahightariffcountry,ratherlowerthantheaverage
country.Thespecificitem,rice,becomesoneextremecase,andconsequentlyanaive
impressionofJapanasahighlyprotectedmarket.Thisisthedomesticpoliticalissue,
nothingelse.Someonecertainlygainsbenefitunderthisimpression.InJapan,itispub-
liclyknownthattheassociationcommunityofagriculturehasbeendominatedJapanese
agricultureafterWorldWarII.
Thestandardinternationaleconomictheoryexplainsthattheimportofcheapergoods
improvesrealincomesinimportingcountry（Krugmanetal.,2014）.Politicalissuesome-
timeswilbeskewedbyafewmanufactures.Manyconsumerswilgainbenefitsfromfree
internationaltrade,lossconcentratesonafewmanufactures.TheystronglyrejectFTA.
Forexample,theUnitedStatesrestrictssugarimport.Itcanbeevaluatedthatconsumers
intheUnitedStateswasteforsixdolarsinayear（intotalUSD150milion）.Though
consumerwilnothavepositiveincentivetointroduceFTA,theywilhavestrongincen-
tivestoprotectFTAbecausesugarproducersgainsfromthisrestriction.
Thoughitissometimesrationalycriticized,protectionism cansurvivebecauseit
proclaimsnationalism.Japanesecasemustmatchtothiscase.Thoughricehadimported
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（Source:Yamagishi,2002,p.68）
Figure8 Ananalyticalframeworkofpoliticalbehaviors
30
25
20
15
10
5
0
■ Expectednumberofparticipants Accumulatednumberofpoeple
E
x
p
ec
te
d
n
u
m
b
er
o
f
p
a
rt
ic
ip
a
n
ts
0 1 2 3 4 5 6 7 8 9 1011121314151617181920212223242526272829
Numberofpersonswhoactualycomplain
fromChina,itwasoftenregardedasJapaneseoriginandcouldbeexpressedJapanesesoul.
Practicaly,thereisnorationalsolutionstothisprotectionism,butonlytimepassing,
generationchange.ConsideranalyticalframeworkbyusingFigure8.
Thisfigurehastwodimensions.Thehorizontalaxisreferstonumberofpersonswho
complainagainstprotectionism.Thisdimensionbegins0to29.0meansthatthereisno
personwhoiscomplainingprotectionismnow.Thehorizontalaxisindicatesthenumber
ofpersonswhoaregoingtoparticipateifthenumberofcolumnbardisplays.Forexample,
thereisonepersonwhoisgoingtoparticipatetheclaim,ifthereisnoactualycomplaining
person,namely,thehorizontalnumber0andthevertical1.Atthehorizontalnumber10,
thismeanstherewilbeexpected6personswhoaregoingtoparticipatetheclaiming,if
thereare10personswhoareactualyclaimingnow.Thisfiguredescribesdependent
behavioramongJapanese.ItissaidthatJapaneseoftenareinfluencedbytheothers・
opinions.Thisisakindofcolectivismandactualyregardedasthefrequencydependence
decision-making,itmeansthemore,thebetter.Itcanbesaidcomplementequilibrium.
Now,assumeavilagewith32residents.Thevilagehasonepoliticianand31industri-
alists.Eachofresidentshasowndifferentbusiness.Internationaltradepolicyofthis
vilageismoderateprotectionism.Mostofindustrieshavebeenprotectedbytariff.How-
ever,recentlysomeindustriesaregettingopenedinternationaly,butabacusproduceris
stronglyprotectedwithextremelyhightariff.Hence,thisvilagelayson600％tariffonan
electronicscalculator.30peopleinthevilagefeltdiscontentwiththisprotectionism,but
thepoliticianagitatedthattheabacuswasthevilagetradition,itrepresentedvilage・s
soul.30peoplecouldnotprotestseverelybecausetheyalsowouldliketoprotecttheirown
industries.
From thefigure,itisapparentifthereare14persons,thiscomplainingactivitycan
achievethepurpose.Because,thereare17personswhoarewaitingforparticipation,if
thereare15personswerecomplaining.Incontrasttoaccumulation,if13personsare
complainingagainstprotectionism,only12personswouldliketojoin.Inthiscase,the
numberisquicklygoingtodeclineto1.
Fortheabovediscussion,oneimplicationcanbederivedthattheinitialconditionis
critical.Forinstance,astheinitialcondition,13personswouldagreetoopenthemarket,
butthiscaseJapancannotachievethepoliticalconsensusbecauseafew personswil
quicklywithdraw from participation.Therefore,thepragmaticissuetointroducenew
practiceswilfocusonwhatinfluencestheinitialcondition.Assuggestedabove,itmight
begenerations.Forinstance,inabovecase,acertaingenerationhaslearnthowtouse
abacusandmanypeoplearegoodatabacuscalculation.Theycannotabandonabacusfor
calculation,then,theirpreferencewilbetendedtoprotecttheabacusindustry.However,
nextgenerationisnotgoodatcalculatingwithabacus,rathertheelectroniccalculator.
Thisgenerationdoesnothesitatetoeliminatethetariff.
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Conclusions
Thepurposeofthispaperistodevelopthepreliminaryanalyticalframeworkfor
fosteringFTAnegotiationbetweenEUandJapan.TheexistingbarriersforEuropean
exportersaremostlyofnon-tariffcharacter24.Thiscreatessituationinwhichtheissueof
non-tariffbarriersshouldbeaddressedasthebiggestchalengeforEuropeannegotiators
inimprovingaccesstotheJapanesemarketforEuropeanexporters.Thenon-tariffbarri-
ersareespecialyburdensomeinsectorsofagreatimportancetotheEUexports25andin
sectors,wherecurrentlyappliedtariffsremainrelativelylow.
Althoughtherearestilsometariffpeaksindifferentproductgroups26,thenon-tariff
barriersremainoneofthemainstumblingblocksslowingdowntheprogressofthewhole
EU-JapanFTA negotiations（Nelson,2012）.Thelow harmonizationofstandardswith
thoserecognizedcommonlyintheworld（alsobyinternationalorganizationssuchas
UNECA）andthelackoftransparencyofexistingnationalregulationsandprocesses（e.g.,
licensing）arelistedamongthemostburdensomebarrierstotradeandinvestments.
Notonlymanufacturers,butalsomanyEuropeanservicecompanies27facediscrimina-
torytreatmentattheJapanesemarketthroughdomesticnationalregulationsforspecific
sectors,restrictionsintroducedbylocalauthoritiesaswelasnontransparent（andsome-
timesuniquecomparedtoglobalenvironment）regulationsrelatingtoforeigndirectin-
vestmentsandcompetitionpolicy.Europeanexporters/investorsfacealsomanybarriers
inaccesstoJapanesepublicprocurementsector.Mainproblematicissuesinthisarea
includethelackofsinglepublicprocurementoffersdatabase,unclearqualificationcondi-
tions,restrictedtenderslist,highvaluethresholdsforcontractsopentoforeignproviders
andrequiredexperienceinprovidinggoodsandservicesinJapan.
TheeconomicpotentialoftheEUandJapanmakethefuturefreetradeagreementone
ofthemostimportanttradeframeworksbetweendevelopedcountries.Thesuccessful
conclusionoftheambitiousandcomprehensiveEU-JapanFTA,andthroughthistackling
thedifferencesbetweeneconomicandbusinesssystemsoftheEuropeanUnionandJapan,
isofcrucialimportancetobothpartnersnotonlytostimulatebilateraleconomicandtrade
links,butalsotogiveanewimpetusforeconomicgrowthonbothsides.Asstatedinmany
analysisandcomments,JapaneseFTAs,includingthatbeingnegotiatedwiththeEU,
mightbeusedbypoliticiansasanargumentforreformsandrestructuringofsomeJapa-
neseeconomysectors（asanextstepofAbenomics）,whichshouldbeimplemented
whetherthecomprehensiveagreementwilbefinalyachievedornot.
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24 ThereisrelativelylowtariffforgoodsimportedtoJapanfromtheEU.
25 Processedfoodandagriculturalproducts,pharmaceuticalsandtransportequipment.
26 Processedfoodandagriculturalproducts,leather,footwear.
27 Mostlyinfinance,banking,telecommunication,postalservicesandtransport.
StrongerpresenceofEuropeanbusinessinJapan,alsothroughforeigndirectinvest-
ments,shouldincreasecompetitionatthisrelativelyrestrictedmarketandstimulatein-
creaseincompetitivenessofmanysectorsofJapan・seconomy.Theforecastedimpactof
thecomprehensiveEU-JapanfreetradeagreementindicatesthattheGDPofpartners－the
EUandJapan－wouldincreaseby0.8％ and0.7％ respectively.Moreover,theEUexport
couldincreaseby32.7％,whileJapan・sexporttotheEUwouldexpandby23.5％（EC,2012）.
Astheeconomicrelationsduringthelastdecadehavebeenconsideredtobebeloweco-
nomicpotentialofbothpartners,thenew agreementshouldsupportrevitalizationand
actuationofbilateraltradeandinvestmentlinks.
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